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Realty Capital Corp. Limited is 
a holding company whose 
principal subsidiary is Federal 
Trust Company. Federal Trust 
Company has eleven financial 
service branches in Ontario of 
which eight are in Metropolitan 
Toronto. These branches 
provide a full range of deposit, 
investment, lending and trust 
services. The company prides 
itself on providing high quality 
personal service. 


NINETEEN SEVENTY EIGHT AT A GLANCE 


% 


increase 
Net income 73 $ 424,000 
Total consolidated 
assets 11 $ 189,126,000 


Estates, 
trusts and agencies 
under administration 60 $ 115,912,000 


Total assets 
under administration 26 $ 305,038,000 


Shareholders’ equity 
per share 


“We are building an effective, 
co-ordinated, versatile, 
Financial Organization.” 
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PRESIDENT’S REPORT 


The results for the year ended December 31, 
1978 were an improvement over those of the 
previous year, although earnings have not reach- 
ed near their full potential. Net income increased 
by 73% to $424,000, company assets increased 
by 11% to $189,126,000 and total assets under 
administration passed the $300 million mark at 
$305,038,000 which was a 26% increase over 
197.75 


A factor affecting 1978 profits, especially in the 
latter part of the year, was the increase in bank 
rates. The chartered banks prime rate increased 
from 8!1/4% at the beginning of March to 12% at the 
beginning of 1979. The cost of the company’s savings 
deposits increased by a similar percentage from 6% to 
91/2% This increase in interest cost was not offset 
by a similar increase in investment income since 
only a small percentage of the company’s assets 
are on a floating rate basis. These rate increases 
were primarily as a result of government interven- 
tion in the market to support the falling Canadian 
dollar and not the result of supply and demand in- 
fluences. When this pressure eases, as I believe it 
will later in 1979, there should be a similar decline 
in interest rates which will have a beneficial effect 
on 1979 earnings. 


Many steps were taken in 1978 which should 
result in a further increase in earnings in 1979. 
Provisions against mortgage losses should decline 
further. All properties owned by the real estate 
venture in Quebec have been sold, closed and the 
company wound up. A good portion of the pro- 
perties acquired by foreclosure have been sold in 
1978. I feel confident that the remaining properties 
will be sold in excess of book value. 


Also in 1978 three parcels of land were sold at a 
profit. The real estate subsidiary, Warchester In- 
vestments Limited, now owns only two parcels of 


real estate consistent with the policy of divesting of 
all non-trust company assets. 


Besides the profits recorded on these sales the 
mortgages taken back provide the company with a 
regular income stream. 


During 1978, the company continued its policy of 
cautious mortgage underwriting, and this policy 
has resulted in a strengthening of the overall port- 
folio and a continued reduction in the number of 
arrears. 


Our policy of writing open mortgages which we 
established in 1977 was continued during the 
year, and this feature has been copied by many 
other lending institutions. We shall continue to 
seek new and better ways to provide mortgage 
financing for the Canadian market. We anticipate 
an active and profitable year in this area in 1979. 


With respect to our in-house mortgage portfolio, 
we have concentrated on the origination of 
residential mortgages and at December 31, 1978, 
86% of the portfolio consisted of residential 
mortgages with 94% of the portfolio being in On- 
tario. 


A further development in 1978 was the expansion 
of the Mortgage Banking Division. An Assistant 
Vice-President was appointed to head the depart- 
ment and to recognize the importance of this area 
in the company’s future growth. Besides providing 
mortgage product to our in-house funds, Fedco 
Mortgage Investment Company and the Federal 
Trust Mortgage and Bond Fund, both of which 
continue to grow impressively, the department 
will be placing an increasing amount of mortgages 
with other investor clients, primarily pension 
funds. There is a substantial demand for 
mortgages by investors because of the attractive 
yields offered in relation to other investment alter- 
natives. This operation will provide a continuing 
increase in income from the administration of 
these funds. 


In this vein a further fund was added at the end of 
1978 to the existing Mortgage and Bond Fund, 
namely the Federal Trust Dividend Income Fund. 
This fund is designed to provide our clients with 
an equity investment alternative. The funds will be 
invested primarily in Canadian high quality prefer- 
red shares similar to those invested in by the Com- 
pany, which as a result of the changes to the divi- 
dend tax credit at the beginning of 1978 provide 
extremely attractive after tax returns to an in- 
dividual investor. 


In 1978 the final conversion of all the major ser- 
vices of the company to on-line were completed. 
The computer system is running smoothly and ef- 
ficiently and is a factor in the company being able 
to control its operating costs. In 1978 salaries only 
increased by 1% to$1,873,000, premises costs 
declined by 8% to $638,0000 and other 
operating costs declined by 8% to $1,229,000. 


The company continued to strengthen its internal 
administration by streamlining its systems and pro- 
cedures and reporting systems. In addition inter- 
nal audits are now carried out on all departments 
of the company. 


Economic Outlook 

As anticipated in my last report, rates did rise 
substantially in the latter part of 1978. The same 
problems which plagued the country last year are 
still with us. However, one can see the beginnings 
of a brighter future as Governments remove some 
of the pressure they imposed upon business 
growth, and as the economy, which has slowed 
down considerably, starts to pick up again. I an- 
ticipate that interest rates will peak and start to 
come down towards the end of the 2nd quarter of 
1979 and will return to more normal levels by the 
end of the year. However, unless inflation is 
brought under control, an upward pressure on 
rates will develop again in 1980. 


Company Outlook 

Earnings for 1979 should continue their increase. 
The amount of the increase is dependent on the 
timing of many factors including the anticipated 115 
reduction in rates and the sales of properties own- 

ed. However, besides some of these factors, earn- 

ings should be enhanced by the expansion of the el 
Mortgage Banking Division, an anticipated in- 
crease of approximately 22% in company assets 
and deposits, continued control over operating 
costs as a result of computerization and cost con- 
trol techniques. a 


10.5 


No new financial service branches will be opened 
in 1979 since the existing branch net work is suffi- 
cient to support the existing capital base of the 
company. No new capital should be required until 
1980 and further branches will be considered at 
that time. 


Chis) 


9.0 


Competition from other institutions, especially the 
chartered banks, will remain keen in all areas in 8.5 
1979, but I am confident that we are prepared 


and able to meet this challenge. oa 


In Appreciation ie 
On behalf of the Board of Directors I express 
warm thanks to all our people for their conscien- 
tious efforts in 1978. These men and women are 
the foundation for the Company’s future. 


7.0 


My thanks are also extended to all shareholders e2 
for their support and I hope they will continue to 


make use of our broad range of financial services. a 


David S. Ades 5.0 
President and Chief Executive Officer ue ae , 

Interest on savings and short term deposits increased significantly during the latter 
Jan uary S10 1979 part of the year as a result of the increase in the chartered banks prime rate. 
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120 ESTATES, TRUSTS AND AGENCIES UNDER ADMINISTRATION 
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ehiares as the Company expands its other forms of investing and lending 


REALTY CAPITAL CORP. LIMITED 
CONSOLIDATED BALANCE SHEET 


eo 


ASSETS 


Gash and shortterny investments sa ne ee 
Investmentincome aue and accrucd i. eine eee 


Securities (Note 2): 


Bonds tec os BS ee ee eee 
StOGHSA hawk ae ke Re a ee ee ee 


Loans: 


MOrtGagess airs: ecdcrios custdns intone’ GU tts te. c= ee 
Demand ana personal asm Gee eet: ee coca coca eee 


Real estate (Note 3): 


Rentakproperties held’ forsale pause a 0 eer 
and heldior development onsalea asa se. ee 


Investment in and advances to joint 


ventures: (NOte:4) isso Ae are te re ee 


Other (Note 5) 
Premises, leasehold improvements and 
equipment (Note 6) 


APPROVED BY THE BOARD: 


David S. Ades, Director 
Roger I. Coe, Director 


December 31 


Cte Oc Oe OPO ty ey cee CR ch 9D) Ct aC? Ceo DONIC: oO OO 


$189,126,000 


1978 Coan 

$ 10,359,000 $ 10,218,000 
2,517,000 2,382,000 
5,366,000 5,366,000 
9,924,000 6,796,000 
15,290,000 12,162,000 
141,330,000 129,941,000 
6,166,000 4,583,000 
147,496,000 134,524,000 
6,075,000 3,075,000 
2,311,000 3,034,000 
8,386,000 6,607,000 
1,018,000 989,000 
2,535,000 1,171,000 
1,525,000 1,616,000 


$169,669 ,000 


LIABILITIES 


Guaranteed trust deposits (Note 7): 


Guaranteed investment certificates 


ANGReDentliTeSmame te te oe 


Accoumisspayalle anc. Otaer aie ses a rier ae fe. 
Ineomextaxes pavyableween 6 es ey See 
SFDC HeStah 5 cesleaee, |S Aa ho ae eee an ee 
Morigages payabledINote:3) .9.. .. 1525258 os ue 
Bonguermecaebt (NGte sara osichs te. be 21s dew 
Minontyaimterest.(INotec 10) ages 25 9m ee ns & 


Beterred income taxes *) 0a. ane ee 


SHAREHOLDERS’ EQUITY 


MAD tAlstOciat NOTE Lil) aeuemmeens a6 hace e opnaee ee kas 
RetcinechearninGsme mera a. ao aca) eine see eae 


AUDITORS’ REPORT 


To the Shareholders of 
Realty Capital Corp. Limited: 


We have examined the consolidated balance sheet of Realty 
Capital Corp. Limited as at December 31, 1978 and the 
consolidated statements of income, retained earnings and 
changes in cash position for the year then ended. Our ex- 
amination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and 
other procedures as we considered necessary in the cir- 
cumstances. 


December 31 
1978 1977 


ee re $ 39,130,000 $38,869,000 
Si Bk NA andy 12,331,000 9,541,000 
Lipton 115,286,000 10252255000 
CATS Sa 8,271,000 6,768,000 
175,018,000 157,403,000 

eee: een 1,410,000 1,207,000 
ie ae te See 94,000 384,000 
oA 980,000 890,000 
eee eo 841,000 963,000 
cen ag gr ee: 3,005,000 3,170,000 
Ree Pen eis S 2,000,000 — 
8,330,000 6,614,000 

Meee eS 323,000 474,000 
EE ee 2,924,000 2,524,000 
5 ee Cue ein ae 2,931,000 2,654,000 
9,455,000 5,173,000 


$189,126,000 $169,669,000 


In our opinion, these consolidated financial statements pre- 
sent fairly the financial position of the Company as at 
December 31, 1978 and the results of its operations and the 
changes in its cash position for the year then ended in accor- 
dance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Toronto 
February 19th, 1979. 


tJ CONSOLIDATED STATEMENT OF INCOME 


Income: 
Securities. including short term: investments seem rene 
Mortoadesy ts. cosia cy 5 teers os ey sek See ee ee 
Demand ana personallloansyact iar warn nea eee 
Profit oss)-on real estates ae ee ee ee ee 
Realestate sales COMMISSIONS pareaer nei c an aera an ee 
Rees commissions alc Othete-saa an 6 ene eee eee 


Expenses: 
Interest on — 
Guaranteedithust deposits me me necr intone ieee ae nen ees 
Banleloan:: eee ee eee ed ee 
Eonag,ferm debts) 3 fame <aaterri on noe ote ne cee eee 


Salaries and stat Wenelitss.s..aeaes een ne ee 
Realestatesales commissions -a7 -eeen ee 
Premiisesiin. paren et te meer tee ne te rs NOON Nat Sane er a ner 
Oiheroperatino# ee eer ewe ee eee ee 


Operating income, vetOre:taxcSi ny: auc) we ee ee 


Ineomestaxes. Notes D2) .2 ences oer ere ces ree eee 


Net operatingincome .......................0.00005. 


Net loss on investments (including provision 
for possible losses) after related income 


faxes of.» LOS OOOH 19 i251 59000) ie eee eee ne 


INGHInc OMe UCLOLeminOlity Interest series ate er 
Minority interest (Note 10) 


Net income forthe year .........................0000. 


Earnings per Class A and Common share (Note 13): 
INetoperatingincOme se, wan. shen ee ey 


Netincometor thewyear + a+ sss lo en eo ee 


Bullysdilitedie sss eta ¥ teclr ete nc ih, Sadness 


Year ended December 31 


1978 


$ 2,040,000 


13,869,000 
692,000 
284,000 

45,000 
1,243,000 


18,173,000 


13,446,000 
112,000 
182,000 


13,740,000 


1,873,000 
25,000 
638,000 
1,229,000 


17,505,000 


668,000 
30,000 


638,000 


106,000 


532,000 
108,000 


$ 424,000 


1977 


+ 1,571,000 
13,367,000 
648,000 
(113,000) 
395,000 
1,094,000 


16,962,000 


12,210,000 
61,000 
154,000 
12,425,000 
1,846 ,000 
219,000 
695,000 
1,338,000 


16,523,000 


439,000 


3,000 


436,000 


191,000 


245,000 


$ 245,000 


$ 0.59 
$a0I33 


(| 5 CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Year ended December 31 


1978 
Balanectatbecinning ofvear. me pan oe $2,654,000 
Nemincomertorthe:ycarmer: #5. Set seMe | Se ae gee 424,000 
3,078,000 

Dividends: 
@lass7 shares 20 cents pershare)@ ss) ..0..... 402 112,000 
Sommomshares20 centsiper snare) 9+ ai... eee 35,000 
147,000 
BalanceranenciOmycatar ray) eee n ern 20. Se ee $2,931,000 


1977 


$2,556,000 
245,000 


2,801,000 
112,000 
35,000 
147,000 
$2,654,000 


| 5 CONSOLIDATED STATEMENT OF CHANGES IN CASH POSITION 


Year ended December 31 


1978 
SOURCES OF CASH 7) 
Ger alors emery Pato ar. Fay 5s OR eo is fc gh in $ 672,000 
Proceeds on real estate, net of profit (loss) 
melucdecdmroperatiOnse. teehee co acl as 2,513,000 
Increase in guaranteed trust borrowings................... 16,112,000 
Increase, DaliklOane 5 a aa cs a Ce re 90,000 
Issue of preference shares by subsidiary 
COL DOLLVBUNO Lop! O) meieety ae en cyRen es fe 2 hee ons, ee ae 2,000,000 
21,387,000 
APPLICATIONS OF CASH 
InGreaScliniSeCUriLies pi eeicr a ean ee ee ee ee 3,128,000 
inereaseniloans: meen aes. Meee A OS ew eee 12,972,000 
Additions to real estate: 
Renabproperticsine| di Or sale carwmmie a Soc tee 1,205,000 
Land held for development orsale ........... gt a Rai 179,000 
Additions to premises, leasehold improvements 
ATICHECUIDINENt nme fe rec, Be Ske Heese cers eda, eam ee 118,000 
avinentsionbongiterin, CeO tasers ara arene ee ee ee 165,000 
BY ura bepeve 2 aR eee eee eee ae ee Ser eV rae hts ee, 147,000 
INGHOLT CTIA: 2 torso eee Braet een chine 1m a) «fe ae ae 3,332,000 
21,246,000 
Increaseilmcasb. tor tne yeah mee a mesa ee tek ee ee 141,000 
Cash and short term investments at 
bedinningiotiycatiew: aatse aerere) Sriram +) sorte hon aetna ieee 10,218,000 
Cash and short term investments at end of year............... $10,359,000 


L977. 
$ 151,000 


2,078,000 
17,998,000 
718,000 


20,945,000 


2,852,000 
12,066,000 


3,017,000 
251,000 


406 ,000 
165,000 
147,000 
(1,480,000) 


17,424,000 
3,021,000 
6,697,000 

$10,218,000 


* Represents net income for the year after adjustments for depreciation, amortization of financing expenses, provision for 


possible losses on investments, and deferred income taxes (1978 - $248,000; 1977 - $94,000). 


({ J NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
L DECEMBER 31, 1978 


1.SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


(a) 


(b) 


(c) 


(d) 


10 


Principles of consolidation 


The consolidated financial statements include the ac- 
counts of Realty Capital Corp. Limited and all of its 
99.6% owned subsidiary companies as listed below: 


Federal Trust Company 
Warchester Investments Limited 
Sutton-Davis Estates North Inc. 
Du Barry Development Inc. 


Acquisitions are accounted for using the puchase 
method of accounting. The minority interest in com- 
mon shares, which is not material, has been included 
with accounts payable on the balance sheet and 
operating expenses in the statement of income. 


Securities 


Stocks are carried at original cost and bonds at amor- 
tized cost. Where concurrent purchase and sale con- 
tracts of equal value are made for bonds of a similar 
investment quality, no gain or loss is recognized on 
the date of sale. The difference between the book 
value and the market value of the bonds sold is 
amortized over the lesser of the term to maturity of 
the bonds sold and purchased. 


Mortgages 


Mortgages are stated at their outstanding amount less 
unamortized discount and placement fees. Any 
amounts paid to maintain the Company’s interest in 
the underlying security are included in the mortgage 
principal. Discount and placement fees are amortized 
on a straight-line basis over the terms of the 
mortgages. Provision for possible losses is made as 
required. 


Mortgages taken back on the sale of land held for 
development or sale are discounted to yield current 
market rates and the discounts are amortized over 
the terms of the mortgages. 


Demand and personal loans 


Provision for losses on loans is made as required. In- 
terest income on personal loans is amortized over the 
terms of the loans using the sum of the digits 
method. On demand loans, interest is recorded on 
an accrual basis. 


(e) 


(f) 


(g) 


(h) 


(i) 


Real estate 


Real estate is valued at the lower of cost and 
estimated net realizable value, at the expected time 
of sale. Cost includes direct development and con- 
struction costs and direct carrying charges, such as 
mortgage interest, property taxes, professional fees 
and other related costs. Also included are general 
and administrative expenses and interest on general 
borrowings considered applicable. 


For rental properties held for sale, cost also includes 
net rental losses or gains until time of sale. 


Where properties are acquired by foreclosure, cost 
includes the mortgage receivable balance, accrued 
interest theron and amounts paid to maintain the 
Company’s position therein to the date title is ac- 
quired. 


Joint ventures 


These investments are recorded using the equity ac- 
counting basis. 


Deferred expenses 


Certain expenses, included in other assets, are defer- 
red to provide proper matching of revenue and ex- 
penses. the significant items are: 


(i) Financing costs, including commissions, are writ- 
ten off over the terms of the related debt. 


(ii) Certain computer systems costs are written off 
over a period of 5 years from the implementa- 
tion date of such systems. 


Premises, leasehold improvements and 
equipment 


Premises, leasehold improvements and equipment 
are stated at cost less accumulated depreciation and 
amortization. Depreciation is provided to write off 
assets over their estimated useful lives as follows: 


Buildings? <2... re eee ee 2 1/2 % straight-line 
Leasehold improvements ....... over the remaining term of the 

lease plus first option period 
Equip mentee wae earn ee een een 20% reducing balance 
Computerequipmenti ern nt over 7 years straight-line 


Income taxes 


Full provision far income taxes is made in the finan- 
cial statements using the tax allocation method, 
whereby income taxes related to timing differences 
are included in deferred income taxes. Timing dif- 
ferences arise as a result of including certain items of 
income and expense in one reporting period for 
financial accounting purposes and another for in- 
come tax purposes. 


2.SECURITIES 


Cost and market values, at December 31, are: 


1978 1977 
Cost Market Cost Market 
Bonds — a 7 
Government of 
Canada $ 1,066,000 $ 954,000 $ 1,057,000 $ 970,000 
Provinces of 
Canada 3,117,000 2,538,000 3,111,000 2.702.000 
Municipalities 35,000 30,000 35,000 31,000 
Corporations 1,148,000 980,000 1,163,000 1,011,000 
5,366,000 4,502,000 5,366,000 4.714.000 
Stocks — 
Preferred 9,650,000 9,428,000 6,460,000 6.509.000 
Common 274,000 279,000 336,000 281,000 
9,924,000 9,907,000 6.796.000 6,790,000 


$15,290,000 $14,209,000 $12,162,000 


$11,504,000 


6.PREMISES, LEASEHOLD 
IMPROVEMENTS AND EQUIPMENT 


Book values, at December 31, are: 


3.REAL ESTATE 


During 1978, carrying costs in the amount of $428 000 
were capitalized to rental properties held for sale (1977 
-$310,000) and carrying costs in the amount of 
$179,000 were capitalized to land held for develop- 
ment or sale (1977 - $251,000). 


4.INVESTMENT IN AND 
ADVANCES TO JOINT VENTURES 


At December 31, 1978, the investment in and advances 
ta joint ventures is represented by the following: 
10% undivided interest in 4L5 Yonge Street — 


Land $ 237,000 

Building, net of accumulated depreciation 690,000 

Other net assets 2,000 

9 1/4% mortgage payable up to August 1, 

2001 (626 000) 

Tee 2) 303;000 
Other investments in and advances to corporate joint ventures — 
Real estate 

Rental properties ; : 103,000 

Land held for development or sale . . 178,000 

281,000 

Mortgages receivable : 241,000 

Advances 266,000 

Other net liabilities ; (14,000) 
Mortgage payable (59,000) 715,000 


$1,018,000 


5.OTHER ASSETS 


Included in other assets, at December 31, are the 
following items: 


1978 1977 


Investment in Fedco Mortgage Investment 
Company : : ; 
Investment in Federal Trust Company 


Dividend Income Fund 100,000 
Deferred expenses 381,000 460,000 
Net realizable value of rental 

properties sold, to close on 

March 1, 1979 . 4 1,500,000 - 
Other aru epee 250,000 407,000 


$2,535,000 $1,171,000 


$ 304,000 $ 304,000 


1978 1977 

Accumulated 

depreciation 

and 
Cost amortization Net Net 
Land $ 188,000 $ — $ 188,000 $ 243,000 
Buildings 538,000 96,000 442,000 423,000 

Leasehold 

improvements 813,000 359,000 454,000 504,000 
Equipment 849,000 408,000 441,000 446.000 


$2,388,000 $863,000 $1,525,000 $1,616,000 


Depreciation and amortization charged against operations 
amounted to $158,000 in 1978 and $151,000 in 1977. 
Mortgages payable totalling $114,000 are secured against 
land and buildings. 


7.GUARANTEED TRUST DEPOSITS 


This represents the borrowings of Federal Trust Company. 
The consolidated balance sheet, at December 31, includes 
assets which, in compliance with the requirements of The 
Loan and Trust Corporations Act, are earmarked and set 
aside to guarantee repayments of the trust deposits as 
follows: 


1978 1977 

Cash and short term investments $ 9,549,000 $ 11.344.000 
Securities 14,902,000 9.708.000 
Loans 144,729,000 132,623,000 
Rental properties held for sale 6,075,000 2.289.000 
Other 4,064,000 2,302,000 
$179,319,000 $158,266,000 

————— as —————————__ 


8.MORTGAGES PAYABLE 


The mortgages payable are secured by specific charges on 
land held for development or sale and the Company’s 
branch premises. 


They bear interest at rates between 8% and 10 1/4% and 
call for principal repayments as follows: 


1979 : $ 76,000 
1980 765,000 
$841,000 
= 


9.LONG TERM DEBT 


Long term debt of $3,005,000 (1977 - $3,170,000) con- 
sists of 9 1/4% sinking fund debentures, Series A, due Ju- 
i321 9938 


The Trust Indenture securing the sinking fund debentures 
Series A contains, among other things, restrictions as to 
the issuing of additional debentures and of other secured 
debt and on paying dividends. The Company has co - 
venanted to pay by way of a mandatory sinking fund, 
sums sufficient to retire $165,000 principal amount of debt 
on or before July 3 in each of the years 1979 to 1993 in- 
clusive. 
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10. MINORITY INTEREST 


On February 22, 1978, the authorized capital stock 
of Federal Trust Company was increased by 
100,000 floating rate, cumulative, retractable, 
redeemable preference shares of the par value of 
$20 each. On March 10, 1978, 100,000 of such 
preference shares were issued for $2,000,000 cash 
to a chartered bank. 


The main provisions applicable to these preference 
shares are as follows: 


(a) Dividends are payable quarterly at a rate of 2% 
over 1/2 of the chartered banks’ prime demand 
loan interest rate. If four such payments are not 
made, the preference shareholders are entitled to 
elect two members of the Board of Directors of 
Federal Trust. 


(b)Shares are retractable at par value, with 12,500 
shares to be retracted on March 1 in each of the 
years 1981 to 1988, subject to the restrictions in 
The Loan and Trust Corporations Act (Ontario). 


(c)Shares are redeemable at $21 per share before 
March 1, 1981 and at $20 thereafter. 


(d)Unless all preference dividend and retraction re- 
quirements have been met, Federal Trust may not 
declare dividends on common shares or redeem 
common shares, without the prior approval of the 
preference shareholders. 


(e)Approval of Federal Trust’s preference 
shareholders is required for additional capital bor- 
rowings or share issues other than common by 
Federal Trust. 


(f) All outstanding preference shares are immediately 
retractable, subject to the restrictions in The Loan 
and Trust Corporations Act (Ontario), in the 
following circumstances: 


— if a quarterly dividend payment is not made 
as required, 

— if 12,500 shares are not retracted as 
scheduled, and 

— if conditions noted in paragraph (d) and (e) 
are not met. 


During 1978, preference dividends of $108,000 
were paid to the minority shareholders in accordance 
with the provisions relating to such preference 
shares. 


11. CAPITAL STOCK 


(a) Details of authorized and issued capital at 
December 31, 1977 and 1978: 


Authorized — 
2,000,000 cumulative (20 cents) non-voting 
participating Class A shares without\ par value 
par value 
360,000 common shares without par value 
Issued — 


DOZ OLA ClassvAtsharest acpemnsettaiam eee ae racie ian ecimneiee se Bel oO 000 
174: 400 commonishiaresicr.tee aie eee hea sds uschee a «es eee 2 O04: COO 
$2,524,000 
_———————— 
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(b)At December 31, 1978 share warrants were 
outstanding entitling the holders to acquire one 
Class A share for each warrant held as follows: 


Class A Shares 


Exercise reserved for 
Exercisable to price exercise 
Series C February 15, 1979° $5.00 155,000 
Series F duly 3, 1983 7.75 175,000 


330,000 


“All Series C share warrants expired on February 15, 1979 without being 


exercised 


12. INCOME TAXES 


The total provision for (recovery of) current and 
deferred income taxes reflected in the statement of 
income relates to the following: 


1978 
Current Deferred Total 
Operating income $ 82,000 $ (52,000) $ 30,000 
Loss on investments (4,000) (99,000) (103,000) 
$ 78,000 $(151,000) $ (73,000) 

LOTT 
Current Deferred Total 
Operating income $418.000 $(415.000) $ 3.000 
Loss on investments (15,000) (144.000) (159.000) 


$403,000 $(559 000) $(156.000) 


The Company’s income tax provisions are lower 
than the prevailing corporate tax rate because the 
statement of income includes certain non-taxable 
earnings. 


13. EARNINGS PER SHARE 


The earnings per share figures are calculated using 
the weighted monthly average number of shares 
outstanding during the respective years. Fully diluted 
earnings per share reflect the result as if the series F 
share warrants with dilutive effects outstanding at the 
end of the period had been exercised at the beginn- 
ing of the period. For the purpose of these calcula- 
tions earnings of $68,000 have been imputed at an 
after-tax rate of 5%. 


14. OTHER INFORMATION 


(a) Mortgages 


Outstanding commitments for future advances 
amounted to approximately $9,500,000 at 
December 31, 1978. 


(b) Leases 


Under lease commitments expiring over the 
next ten years, the Company is committed to 
annual rental payments of $399,000. 


(c) Directors’ and senior officers’ infor- 
mation 


The aggregate remuneration paid or payable 
by the Company and its subsidiaries to direc- 
tors and senior officers (as defined by The 


Business Corporations Act, Ontario) amounted 
to $310,000 in 1978 and $300,000 in 1977. 


fs FIVE YEAR SUMMARY 


(in thousands of dollars except per share figures) 


1978 1977, 1976 1975 1974 
(STOSS INCOMC Meee n os ee ented $18,173 $16,962 $14,203 $11,809 $9,528 
Interest expense................-. 13,740 12,425 10,304 8.463 6.514 
4,433 4,537 3,899 3,346 3,014 
Operating expenses ..............- 3,765 4,098 3,481 B.07> ZeI0) 
Operating income before taxes ....... 668 439 418 Zi3 644 
ROSTER ed oe Lee 30 3 41 fhe 269 
Nefoperating income.......:...... 638 436 S77, 200 315 
Investment gains (losses) ........... (106) (191) (28) (2) 1 
NIMTOMLV RTC TCS meme teeta ass (108) = = = = 
extraordinary item as. «3 ne ee es - -- 7a, Too a 
ING BRIT COLIC mete at eosin ap es cw eueee $ 424 to 245 $5 526 ee $ 376 
Return on average shareholders’ equity 7.8% 4.7% 10.8% 20.8% 9.6% 
Shareholder items (per Class A share) 
Net operatingincome ............ $ 0.87 OG) Sa Oo Sam OS 7, a ORs 
INGmICOMCme sere funk he ona cede 0.58 UF33 OR Aa bay O51 
Divi en US mame sere acer. tr 2-44 ¥ sas 0.20 0.20 0.20 0.20 0.30 
EQUITVMRMLE er. Ons 7.40 T2035 6.89 6.38 a ey | 
Market price 
lic imeem yee, oe. Sea es 4.00 4.20 3.40 3.80 4.75 
MO) <8 22k ee 3.15 2.75 2.45 2.00 2.45 
December | eareaa es aos, ee 3.45 3250 Zen 2.40 2.65 
Price/earnings mutiple” "2.2. 2. 2. 4.8 OL 5.4 8.9 a4 
WCC ALA mE GN wa ste fay te 
WotawassciSMmenmtinn crs) oe feos on $189,126 $169,669 $149,750 $125,740 $99 ,780 
Guaranteed trust deposits......... $175,018 $157,403 $137,874 $110,122 $86,064 
Estates, trusts and agencies under 
AGILIL SI AllOM eae et ea: $115,912 $72,414 $36,946 $24,846 $15,400 
Number of shares outstanding: 
CQkiceuak tee 562,514 562,514 562,514 562,514 562,514 
CGGmMOnme ee ne. oe oe 174,400 174,400 174,400 174,400 174,400 
Number of Class A shareholders ... . 724 761 761 816 838 


*At December 31. 


**Based on net operating income less minority interest and market price at December 31. 


Note: The V-Day Value of Class A shares as at December 22, 1971 was $3.40. 
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SERVICES & FUNCTIONS 


Savings Accounts 
Your interest is calculated on a minimum 
monthly balance and payable semi-annually. 


Special Savings Accounts 

Maintain a minimum balance of $2,000 and 
receive a higher rate of interest. 

Chequing Accounts 

Earn interest and at the same time write as many 
cheques as you require for a small service 
charge. 


Current Accounts 

For business or individuals who write many 
cheques and require a monthly statement. Unlike 
many other companies, we pay interest on this 
account. 


Short Term Deposits 
Available in amounts of $5,000 and over for 
periods of 30 to 364 days. 


Guaranteed Investment Certificates 
Certificates earn a high rate of interest. Interest 
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may be paid monthly, quarterly, semi-annually, 
annually or compounded semi-annually to 
maturity. Certificates are available in amounts of 
$500 or more for terms from one to five years. 


Fedco Debentures 

Debentures are a profitable and secure 
investment. Interest may be paid monthly, 
quarterly, semi-annually, annually or 
compounded semi-annually to maturity. 
Debentures may be purchased for $1,000 or 
more for terms from one to five years. 


Mortgage and Bond Fund 

Offers the investor liquidity and high income and 
an opportunity to share in the safe and lucrative 
first mortgage market. 


Dividend Income Fund 

Offers investors an opportunity to 
participate in preferred shares of Canadian 
companies, the dividends on which provide 
attractive after tax returns. 


The Company is a leader in providing new 
and improved services to customers. 
Branches are open 6 days a week, 
guaranteed investment certificates in a 
registered retirement savings plan are 
cashable prior to maturity with no penalty 
and residential mortgages are available with 
the privilege of prepayment with no 
penalty. All major systems are 
computerized enabling personnel to spend more 
time servicing our customers. 


Registered Retirement Savings Plans 

A means of saving for retirement while deferring 
taxes. The company offers a number of 
investment opportunities including a cashable 
Guaranteed Investment Certificate. 


Registered Home Ownership Savings Plans 
A means of saving for a home and reducing taxes. 


Mortgage Loans 

Available on residential, commercial and 
industrial properties. Residential mortgages 
are offered with the privilege of prepayment 
with no penalty. 


Consumer and Personal Loans 
Life insured loans available to meet the personal 
requirements of our customers. 


Collateral Loans 
Secured loans available to corporations and 


individuals. 


Mortgage Banking 

Mortgage Banking personnel (shown above) 
are actively engaged in originating 
mortgages across Canada on behalf of 
investor clients including pension funds. 


Corporate Trust Services 

These services include the following: 
Deferred Profit Sharing Plans, 
Transfer Agent and Registrar, 
Dividend paying agent 
Custodian of securities. 


Other services: 

Personal Investment Management 
Foreign Remittances 

Travellers Cheques 

Money Orders and Drafts 

Safety Deposit Boxes 

Payment of Utility Bills 
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{ & CORPORATE DIRECTORY 
REALTY CAPITAL CORP. LIMITED 


Directors 


“David S. Ades, B.S., A.M.C.T. 
President 
Realty Capital Corp. Limited 
Federal Trust Company 


Jeanne Ades 


“Leonard E. Barlow, 
Retired Investment Dealer 


Roger I. Coe, C.A. 
Vice-President and Secretary 
Realty Capital Corp. Limited 
Federal Trust Company 


*Peter Mackenzie, 
Director 
Cadillac Explorations Limited, 
Calgary 


*Audit Committee 


Officers 
(Realty Capital and Federal Trust) 


*David S. Ades, B.Sc., A.M.C.T. 


President 


i Roger |, Coe, GA. 
Vice-President, Finance 
and Secretary 


*Peter Nygard, 
Vice-President, Mortgages 


*William R. Ryan 


Assistant Vice-President, 
Mortgage Banking 


*M. Rowe Dinney, 


Special Advisor to the President 


Donald J. Cotie, 


Comptroller 


Brian McConnell, 
Treasurer 


*Executive Committee 
Advisory Boards 
Brampton 


Doug Dunton 
Retired Holstein Breeder 


J. Robert Kelly, Chairman 


Barrister and Solicitor 


William Raine 
Retired Peel County Sheriff 
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Ottawa Legal Counsel 
Peter Mackenzie Cassels, Brock 
Director Barristers and Solicitors, 
Philip D. Smith ROIS 


Management Consultant 


Advocates, Barristers and Solicitors, 
Montreal 


Department Managers 


Brian L. Birket, Stock Exchange Listing 


Computer Systems Toronto Stock Exchange 


Cathryn Bradley Class A Shares, Series F 
Gredit Warrants 


Donald J. Cotie, 


Comptroller 


William G. Durst 


Residential Mortgages 
Patricia J.E. Fanning, 


Personnel 


Robert E. Janzen, Directors 
Mortgage Administration 


Meg Kaiayjian President 
Trust Services 


Laurence A. Mills, 


Investments Roger I. Coe, CA. 
Vice-President and Secretary 
Realty Capital Corp. Limited 
Federal Trust Company 


“Donald C. Early, 


Auditors Greenshields Incorporated, Toronto 


Price Waterhouse & Co., *Seymour Friedland, 
Chartered Accountants, Toronto Ph. D. 

Professor of Economics 
York University, Toronto 
Peter Nygard 
Vice-President 


Realty Capital Corp. Limited 
Federal Trust Company 


Joseph J. Piccininni 
Alderman 
City of Toronto 


“Georges A. Pouliot, Q.c. 


Realty Capital Corp. Limited 
Federal Trust Company 


Trustees and Transfer Agents 
Federal Trust Company 


Common Shares 


Guaranty Trust Company of Canada 


Series A Debentures 


Montreal Trust Company 
Class A Shares, Series F Warrants 


Partner 
Bankers Pouliot, Mercure, & Associates 
Royal Bank of Canada saad 
Canadian Imperial Bank of 
Commerce *Audit Committee 


Pouliot, Mercure, & Associates, 


FEDERAL TRUST COMPANY 


“David S. Ades, B.Sc., A.M.C.T. 


| a yn REALTY CAPITAL CORP LIMITED 


FEDERAE TRUST TOWER 
415 YONGE ST., TORONTO 
864-1720 


Financial Service Branches 


415 Yonge St., Toronto 864-9253 
William B. Barrow 


343 College St., Toronto.961-8247 
Giuseppe M. Totino 


654 Danforth Ave., Toronto 461-0254 


Sarantis Castrinos 


2070 Danforth Ave., Toronto 422-1610 


Lucio Pernatozzi 


1850 Eglinton Ave. W., Toronto 789-4341 
Frank B. DeProfio 


948 St. Clair Ave. W., Toronto 654-4255 


Giuseppe Ianni 


1224 St. Clair Ave. W., Toronto 652-3555 
Michelle Maiola 


141 Yonge St., Toronto 864-9023 
Donald B. Irvine 


9 Queen St. E., Brampton 453-1460 
Donald F. Casey 


270 Albert St., Ottawa (613) 238-4886 
William C. Colby 


800 Niagara St. N., Welland (416) 735-0714 
Joseph A. Giampaolo 


TRUST COMPANIES ASSOCIATION OF CANADA 
L'ASSOCIATION DES COMPAGNIES DE FIDUCIE DU CANADA 
11 ADELAIDE ST. WEST, STE 400 

TORONTO, ONTARIO MSH 1L9 

(416) 364-1207 
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CONSOLIDATED STATEMENT OF CHANGES 


IN CASH POSITION 


(Unaudited and $000’s omitted) 


Six months ended 


June 30 
1978 1977 
SOURCES OF CASH: 
Operations* $ 487 $e ~ 3-76 
Increase in guaranteed trust 
borrowings 7,621 20,268 
Increase in bank loans 90 50 
Issue of preferred shares 
by subsidiary company 2,000 
Net other 286 (1,266) 
$10,484 $19,428 
APPLICATIONS OF CASH: 
Increase in securities and 
short term notes $ 3,288 $ 1,108 
Increase in loans | ,254 9,144 
Increase in real estate and 
properties held for sale 3,890 114 
Increase in premises, leasehold 
improvements and equipment 70 -~ 
Increase in joint venture 14 150 
Decrease in mortgages payable 60 sig) 
Decrease in long term debt 87 165 
Dividends 56 Soe 
$78,219 $10,776 
Increase in cash for the period SmeleLOo $ 8,652 
Cash and bank deposit receipts 
at beginning of year 10,218 Sala 
Cash and bank deposit receipts 
at end of period $11,983 $13,823 


* Represents net income after adjustments for depreciation, 
amortization of financing expenses, deferred taxes and 
minority interest (1978 — $142,000; 1977 — $105,000). 


REALTY CAPITAL CORP. LIMITED 


415 Yonge Street, Toronto 


Subsidiaries and Affiliates 
Federal Trust Company 
Fedco Mortgage Investment Company 
Warchester Investments Limited 


Head Office 
Federal Trust Tower, 415 Yonge Street, 
Toronto 


Savings Branches 


Toronto: 
343 College Street 
654 Danforth Avenue 
2070 Danforth Avenue 
1850 Eglinton Avenue West 
948 St. Clair Avenue West 
1224 St. Clair Avenue West 
141 Yonge Street 
415 Yonge Street 
Brampton: 9 Queen Street East 
Ottawa: 270 Albert Street 
Welland: 800 Niagara Street North 


Mortgage Offices 
Toronto: 415 Yonge Street 
Ottawa: 270 Albert Street 
Kitchener: 159 Frederick Street 


Main Services and Functions 


Chequing Accounts 

Consumer and Demand Loans 
Current Accounts 

Deferred Profit Sharing Plans 
Guaranteed Investment Certificates 
Mortgage and Bond Fund 

Mortgage Loans 

Mortgage Servicing and Management 
Personal Investment Management 
Real Estate Sales 

Registered Home Ownership Savings Plans 
Registered Retirement Savings Plans 
Savings Accounts 

Short Term Deposits 

Special Savings Accounts 


864-1720 


961-8247 
461-0254 
422-1610 
789-4341 
654-4255 
652-3555 
864-9023 
864-9253 
453-1460 


(613) 238-4886 
(416) 735-0714 


864-1720 


(613) 238-4888 
(519) 745-9981 
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Realty Capital 
Corpo Limited 


INTERIM REPORT 


SIX MONTHS ENDED 
JUNE 30, 1978 


TO THE SHAREHOLDERS 


Total consolidated assets, including assets under admini- 
stration, increased by 30% to $282,755,000 compared to 
$218,342,000 at the same period last year. This growth was 
primarily achieved as a result of the excellent growth of 
assets under administration which now exceed $100 million. 


Net income for the six month period ended June 30, 
1978 was $345,000 (47 cents per share) compared to 
$271,000 (37 cents per share) in the same period of 1977. 
Profit on the sale of real estate helped to improve current 
period earnings. Provisions made against mortgage interest 
continue to affect earnings. 


The recent increase in the bank rate will result in a higher 
cost of savings deposits which will not be fully offset by 
increased income on investments. There still appears to be 
an excess of mortgage funds over demand and as a result the 
recent increase in rates has had little effect on either the 5 


year G.I.C. rate or mortgage rate. 


On behalf of the Board, 


Toronto, Ontario David S. Ades 
August 8, 1978 President 


CONSOLIDATED STATEMENT OF INCOME 


Six months ended 


Three months ended 


(Unaudited and $000’s omitted) June 30 June 30 
1978 1977 1978 1977 
Income: 
Securities, including short term investments $1,004 $ 621 $553 Ce) eye 
Mortgages 6,514 6,598 3,246 3317 
Consumer and other loans 314 364 169 180 
Profit on real estate 350 434 - 
Real estate sales commissions 38 162 11 126 
Fees, commissions and other 716 564 339 294 
8,936 8,309 4,752 4,190 
Expenses: 
Interest on: 
Guaranteed trust deposits 6,346 5,939 3,256 3,101 
Bank loans 51 8 26 3 
Long term debt 58 82 29 18 
6,455 6,029 3,311 Sel 22 
Salaries and staff benefits OT 894 473 448 
Real estate sales commissions 21 92 6 72 
Premises 342 342 172 163 
Other operating 655 613 320 320 
8,384 7,970 4,282 4,125 
Operating income before taxes 552 339 470 65 
Income taxes (recoverable) 135 73 163 (10) 
Net operating income 417 266 307 TAS) 
Net gain (loss) on investments after recovery 
of related income taxes (33) 5 (3) = 
Net income before minority interest 384 271 304 75 
Minority interest 39 = Lessee ae 
Net income for the period $ 345 $271 SanJ2 $5 
Earnings per Class A and Common Share: 
Net operating income $ 0.57 $ 0.36 $ 0.42 $0.10. 
Net income for the period 0.47 $ 0.37 $ 0.37 $ 0.10 
Fully diluted 0.37 $ 0.28 
CONDENSED CONSOLIDATED BALANCE SHEET 
(Unaudited and $000’s omitted) June 30 December 31 June 30 
1978 REE 1977 
ASSETS 
Cash and short term investments $e la;535 $ 10,218 $ 14,315 
Securities 12,098 hentoe 11,452 
Mortgages 129,642 129,941 128,535 
Consumer and demand loans 6,136 4,583 4,612 
Real estate 2,411 3,034 2,897 
Properties held for sale 8,086 3,573 1,414 
Joint ventures 1,003 989 1,428 
Other 4,617 5,169 5,180 
$179,328 $169,669 $169,833. 
LIABILITIES 
Guaranteed investment certificates and deposits 158,256 $150,635 152,033 
Mortgages payable 903 963 984 
Bank loans 980 890 222 
Long term debt 3,083 3,170 3,170 
Other 8,194 8,359 7,060 
Deferred income taxes 444 474 1,068 
Minority interest in preferred shares of subsidiary company 2,000 - 
Shareholders’ equity 5,468 5,178 5,296 
$179,328. $169,669 $169,833 
Estates, Trusts and Agencies 103,427 72,414 48,509 
TOTAL ASSETS UNDER ADMINISTRATION $282,755 $242,083 $218,342 


